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Topics for Today

e QOverall rall
traffic trends

e Energy markets

e Supply chains
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Total U.S. Rail Carloads

(6-week moving average)

280.000

260,000 \/\/f\\\//

240,000 i \’\'\gV

220,000 /\/\ \ / 020 )
202

200,000 \__~

180,000 A
1 4 7101316192225283134374043464952

Data are originations, do not include intermodal, and do not include the U.S.
operations of CN, CP, and GMXT. Source: AAR Rail Time Indicators
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]
I |\Ictallic ores: 82,798, 48.4% Coal: 285,105, 11.6%
I Chemicals: 75,097, 5.7%

I Primary metal products: 71,217, 22.1%

N Grain: 58,156, 6.2% Change in
B ron & steel scrap: 32,195, 22.0% U.S. Rail Traffic:
. 0 [ ] n L]

_CPI:IIpf}p;p;:p:}rozd;cts. 23,780, 10.9% Jan.-Oct. 2021 vs.
B Coke: 2%

e Jan.-Oct. 2020
Bl \\ aste & nonferrous scrap: 14,071, 9.5%
Bl Stone, clay & glass prod.: 13,713, 4.2% Total carloads:
B \otor veh. & parts: 13,647, 2.5% 692,732, 7.5%

B Food products: 12,837, 5.3%

Bl Lumber & wood products: 9,332, 6.8%
B Grain mill products: 7,080, 1.9%

Total carloads excl.
coal: 407,627, 6.0%

| Carloads n.e.c.: 560, 0.2% Intermodal:

| Primary forest products: -65, -0.1% 883,962, 8.0%

| Nonmetallic minerals: -345, -0.2% Bars are based on originations,

I Crushed stone, sand, gravel: -1,716, -0.2% do not include intermodal, and do not
B Farm products excl. grain: -4,217, -11.2% include the U.S. operations of CN,

CP, and GMXT. Source: AAR Rail

B Petrol. & petr. products: -18,053, -3.8% Time Indicators

ASSOCIATION OF
AMERICAN RAILROADS




U.S. Rail Intermodal

(6-week moving average)
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Data are originations, do not include intermodal, and do not include the U.S.
operations of CN, CP, and GMXT. Source: AAR Rail Time Indicators
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Rail Carloads of Coal

Have Plunged...

(millions)
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Data are originations for Class | railroads. Source: AAR Freight Commodity Statistics
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...As Has The Share of U.S. Electricity
Generated by Coal Delivered by Rail
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Small Recovery in 2021 Tied to Gains

in Electricity Generation From Coal
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*3-month moving average, million megawatthours.
**3-month moving average based on weekly originations.  Source: EIA, AAR
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Incremental Recent Gain

in Coal Market Share

% Share U.S. Electricity Generation
2000 2005 2010 2015 2020 2021*

Coal 52% 50% 45% 33%/ 19% 23%
NaturalGas 16% 19% 24% 33% \40% 389

Nuclear 20% 19% 20% 20% 20% 19%
Renewables 2% 2% 4% 7% 13% 13%
Hydro 7% 7% 6% 6% 7% 6%
Other 3% 4% 1% 1% 1% 1%

*Jan-Aug  Source: Energy Information Administration
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Caused in Part by Big Jump in

Natural Gas Prices

(Henry Hub spot price, $ per million BTU)
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Source: Energy Information Administration
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U.S. Natural Gas Output Not

Growing With Price Increases

(trillion cubic feet)
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Source: Energy Information Administration
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Coal Economics Have Improved,

But That’s Not Enough

e Continued social and
political pressures mean
mines and coal-fired
power plants have little
iIncentive to reinvest.

e Coal plant shutdowns
mean big increases in
output not possible.
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U.S. Coal Exports

First Half
Type 20 21

o Steam 14.2 20.8
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Fluctuating Crude

Oil Movements
U.S. Crude OIl by Rail: Jan. 2012 - Aug. 2021
(million barrels)
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Data are from a different source than the rail carload figures sourced from the AAR's
Freight Commodity Statistics. Source: Energy Information Administration
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Supply Chains Are a Mess

e Complex, all parts must work in concert
e Once bogged down, very hard to unravel
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Many Interconnected Supply

Chain Challenges

e Covid continues to impact
ports, manufacturing
plants, etc.

e Shortages of chassis,
trucks, drivers, containers,
warehouse labor and
space, etc.

e Container ship availability
e [Extreme weather

e Freak events like Suez
Canal blockage

ASSOCIATION OF
AMERICAN RAILROADS 16



Problems Started When Consumer

Spending Patterns Changed Early On
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Inventories Plunged
and Haven’t Caught Up

(Inventory-Sales Ratio for Retailers)

1.7
1.6

| Lowest since
1nilll_ records begin_
in 1992
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Source: Census Bureau




Intermodal Most Impacted, But

All RR Operations Affected

e Intermodal terminals
can't function
effectively if containers
aren't cleared.

e Rail terminals not
designed for container
storage.

e When terminals
become congested,
trains back up on
mainlines, delaying
those trains as well.
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Labor Supply is Key

Employed as % of Population

62%
60%
58%
56%

Several million people who were
in the labor force before Covid
are still not back.

T
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547
52%

50%

Source: Bureau of Labor Statistics
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Job Openings: Transportation,

Warehousing, & Utilities

(000s)
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Job Openings: Manufacturing

(000s)
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Some of the Steps

Railroads Are Taking

e Re-routing traffic to less busy
locations.

e Reopening shuttered terminals.

e Financial incentives to clear
terminals.

e Creating steel-wheel
interchanges instead of
requiring cross-town drayage.

e |mproving communication

e Additional labor and power
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Adding More Trains Not

Always the Best Thing to Do

Adding more cars to
this highway won't
help existing cars
move faster. Same

with railroads.

Key goal when
there’s congestion:
restore velocity.
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